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DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 


Office of Assistant Secretary for Housing, 
Federal Housing Commissioner 


{24 CFR Part 882] 
{Docket No. R-78-592] 


SECTION 8B—HOUSING ASSISTANCE 
PAYMENTS PROGRAM-EXISTING HOUSING 


Special Procedures for Moderate Rehabilitation 
Program 


AGENCY: Office of Assistant Secre- 
tary for Housing-Federal Housing 
Commissioner, HUD. 


ACTION: Proposed rule. 


SUMMARY: The Department is pro- 
posing to amend the Section 8 Exist- 
ing Housing Program Regulations to 
establish policies and procedures for a 
new Moderate Rehabilitation Program 
to provide for the upgrading of exist- 
ing housing units to meet the Housing 
Quality Standards and/or fer the 
repair of existing units to prevent the 
imminent failure of major building 
systems or components. 


DATES: Written comments and sug- 
gestions must be received on or before 
January 29, 1979. 


ADDRESS: Please send comments and 
suggestions, which should include a 
reference to the docket number and 
date of publication, to: Rules Docket 
Clerk, Office of the General Counsel, 
Room 5218, Department of Housing 
and Urban Development, 451 Seventh 
Street, S.W., Washington, D.C. 20410, 
202-755-7603. This is not a toll free 
number. 


FOR FURTHER 
CONTACT: 


Cheryl D. Patton, Office of Assisted 
Housing Development, Department 
of Housing and Urban Development, 
Washington, D.C. 20410, 202-755- 
5380. This is not a toll free number. 


SUPPLEMENTARY INFORMATION: 
The Moderate Rehabilitation Program 
is designed to encourage rehabilitation 
through the Section 8 Existing Hous- 
ing Program by providing more finan- 
cial incentives while retaining the sim- 
plicity and minimal federal involve- 
ment associated with the Existing 
Housing Program. Some rehabilitation 
is already being achieved in the Exist- 
ing Housing Program; however, this 
rehabilitation usually is being accom- 
plished in market areas where the 
supply of standard housing is limited 
or the rehabilitation consists of only 
minor upgrading of basically sound 
housing. 

It is estimated that at least 2.7 mil- 
lion rental units occupied by Lower- 
Income Families have deficiencies re- 
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quiring a moderate level of upgrading. 
Approximately 85 percent of these 
units are in buildings of fewer than 20 
units. The Moderate Rehabilitation 
Program will encourage the rehabilita- 
tion of these units and thereby im- 
prove the housing stock. Further, it 
will make these newly rehabilitated 
units available to low and moderate 
income households. 

Under the Moderate Rehabilitation 
Program, an Owner will agree to reha- 
bilitate a property in accordance with 
the program’s requirements. In return, 
the Owner will be assured a rent 
which may be as high as 120 percent 
of the Existing Housing Fair Market 
Rents for a period of up to 15 years, 
provided an Eligible Family is living in 
the property and the property is main- 
tained in a decent, safe and sanitary 
condition. 

The program will be administered by 
Public Housing Agencies including 
State Housing Finance and Develop- 
ment Agencies, where appropriate, 
who will provide technical assistance 
to Owners including: initial inspec- 
tions to determine the work that 
néeds to be accomplished to bring the 
units up to the Housing Quality 
Standards; detailed work write-ups; 
cost estimates; feasibility analyses; as- 
sistance in securing financing; inspec- 
tions during rehabilitation; and final 
inspections to determine if work was 
accomplished in accordance with the 
write-ups. When appropriate, the PHA 
will contract with the local agency ad- 
ministering a Section 312 Program of 
Community Development Block Grant 
rehabilitation program or other entity 
with rehabilitation expertise to pro- 
vide this technical assistance to the 
Owners. 

In addition to these functions, the 
PHA will be responsible for outreach 
to Owners and Lower-Income Families 
and will perform the tenant-related 
functions normally performed in the 
Existing Housing Program. The 
Owner will maintain the rights of 
tenant selection and eviction as pro- 
vided in the Existing Housing Pro- 
gram. 

The program has been discussed 
with numerous national housing orga- 
nizations which will be affected by it 
and the regulations reflect many of 
their concerns and suggestions on how 
the program should operate. The regu- 
lations are intended to be sufficiently 
flexible to allow for efficient program 
operation in a variety of communities. 

The following is a discussion of the 
major program policies being pro- 
posed: 

1. Moderate Rehabilitation is de- 
fined as the rehabilitation of a resi- 
dential property involving a minimum 
expenditure of $2000 per unit in struc- 
tures containing 12 or fewer units or 


$1000 per unit in structures containing 
more than 12 units which will: 

(a) Upgrade the property to Decent, 
Safe and Sanitary condition to comply 
with the Housing Quality Standards, 
from a condition requiring at least 
minor repairs or the cure of an accu- 
mulation of deferred maintenance (im- 
provements being of a non-luxury 
nature); or 

(b) Prevent the imminent failure of 
major building systems or compo- 
nents. 

The rehabilitation is expected to 
average approximately $3000 per unit 
but will vary depending upon the 
terms of financing available. It was de- 
termined that an Owner wishing to 
perform less than the minimum 
amount of rehabilitation required 
should not be entitled to the assur- 
ance of assistance tied to the unit(s) 
for up to 15 years. There is no maxi- 
mum placed on the amount of reha- 
bilitation allowable under the program 
since the rental increase attainable 
should effectively limit the amount of 
rehabilitation which it would be finan- 
cially feasible to undertake. The PHA 
will make the determination as to 
whether the Owner should participate 
in the Moderate Rehabilitation Pro- 
gram. Should the amount of rehabili- 
tation be too low the Owner will be en- 
couraged to participate in the Existing 
Housing Program; if the amount of re- 
habilitation is too high to be feasible 
with the Moderate Rehabilitation rent 
limits, the Owner will be encouraged 
to apply to the HUD Field Office for 
the Section 8 Substantial Rehabilita- 
tion Program. 

2. Owners will be entitled to vacancy 
payments of up to 80 percent of the 
contract rents for up to 60 days when 
a vacancy exists between execution of 
the HAP Contract and initial occupan- 
cy or when a tenant vacates a unit, 
provided the Owner is making every 
effort to fill the vacancy. 

3. A new Fair Market Rent schedule 
is established for Moderate Rehabili- 

tion which is equal to 120 percent of 
the Existing Housing Fair Market 
Rent Schedule. The Moderate Reha- 
bilitation Fair Market Rent can only 
be exceeded upon prior approval of 
the HUD Field Office Manager and 
only after rehabilitation has com- 
menced and unexpected repairs are 
necessary which will warrant a higher 
rent. The Contract Rent will be estab- 
lished by taking a base rent (estab- 
lished by the PHA) and adding the 
actual or imputed monthly per unit 
debt service costs for the rehabilita- 
tion plus any temporary relocation 
costs, provided that this calculation 
does not result in a rent which exceeds 
the Fair Market Rent (minus any ap- 
plicable allowance for utilities). 

The Department is interested in 
avoiding inflated rents and unneces- 
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sary rehabilitation. Comments are 
therefore being solicited for possible 
incentives to PHAs and/or Owners to 
keep costs and Contract Rents down. 
The Department intends to achieve 
these objectives, in part, by authoriz- 
ing PHAs to rehabilitate additional 
units under the program with the 
funds they save by negotiating Gross 
Rents below the Fair Market Rents. 
Comments concerning the viability of 
this approach and other possible cost 
containment methods would be appre- 
ciated. 

4. The ACC will be for a term of 17 
years and the HAP Contract may be 
for a maximum term of 15 years. The 
term of the HAP Contract will be de- 
termined by the Owner and may be 
from 5 to 15 years, in 5 year incre- 
ments. 

5. Annual adjustments to the Con- 
tract Rents will be based on the 
annual adjustment factors which are 
published by HUD for the Section 8 
New Construction and Substantial Re- 
habilitation Programs. Any rent in- 
creases, however, must be determined 
reasonable by the PHA. 

6. Since this is a program of moder- 
ate rehabilitation which we assume 
will average approximately $3000 per 
unit, there should be little need for 
displacement, even on a temporary 
basis since most work should be able 
to be accomplished with tenants in 
residence. There is no requirement 
that ineligible tenants be forced to 
move; however, a HAP Contract will 
not be executed fer those units occu- 
pied by ineligible families. Therefore, 
since ineligible families may remain in 
place, the only permanent displace- 
ment anticipated would be in resi- 
dences where the Family is  over- 
crowded in the unit and a suitable size 
unit in the project is not available, or 
in unforeseen circumstances. 

HUD regulations implementing the 
Uniform Relocation Assistance and 
Real Property Acquisition Policies Act 
of 1970 as modified in these regula- 
tions will apply to any Lower-Income 
Family displaced uncer the Moderate 
Rehabilitation Program. The PHA will 
have responsibility for ensuring that 
the appropriate payments are pro- 
vided to Gisplacees and will provide ali 
services necessary to permanently dis- 
placed and temporarily relocated Fam- 
ilies. A Section 8 Existing Housing 
Program Certificate of Family Partici- 
pation will be considered adequate 
rental assistance to a displaced Family 
under this program, provided that the 
Family voluntarily selects a suitable 
unit that meets all requirements of 
the Existing Housing Program and the 
Owner of the unit is willing to partici- 
pate in the Existing Housing Program. 
The local government must agree to 
make any necessary payments to per- 
manently displaced Families who 
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cannot be assisted through the Exist- 
ing Housing Program, and will be re- 
quired to sign off on the initial appli- 
cation and the administrative plan. 
The Owner must agree to make any 
necessary payments to Families tem- 
porarily relocated; however these costs 
may be included in the establishment 
of Contract Rents. Owner-occupants 
and over-income families will not be 
eligible for permanent or temporary 
relocation benefits. However, the local 
government may propose to assist 
over-income families permanently dis- 
placed and/or temporarily relocated 
from a building being rehabilitated 
under the program. Should the local 
government agree to provide over- 
income families with benefits similar 
to those provided to eligible Families, 
the PHA’s application will be given a 
preference in the Field Office’s selec- 
tion among approvable applications. 

7. Owners under the Moderate Re- 
habilitation Program will be subject to 
the requirements of Title VI of the 
Civil Rights Act of 1964, Title VIII of 
the Civil Rights Act of 1968, Executive 
Orders 11063 and 11246, Section 3 of 
the Housing and Urban Development 
Act of 1968, the National Environmen- 
tal Policy Act, the Clean Air Act, the 
Federal Water Pollution Control Act, 
the Davis-Bacon Act (for projects with 
9 or more assisted units), Secticn 504 
of the Rehabilitation Act of 1973, the 
National Historic Preservation Act, 
(Public Law 89-665), the Archeological 
and Historic Preservation Act of 1974, 
Executive Order 11593 on Protection 
and Enhancement of the Cultural En- 
vironment and the Flood Disaster Pro- 
tection Act of 1973. Since the Program 
requires an Agreement prior to the 
commencement of rehabilitation the 
Owner must comply with all federal 
requirements specified above 8. The 
Owner may utilize any type of public 
or private rehabilitation financing or 
refinancing that the Owner considers 
appropriate. It is anticipated that 
many Owners will finance the reha- 
bilitation through local or state reha- 
bilitation loan programs since the 
more favorable terms offered by these 
agencies will allow the Owner to un- 
dertake more rehabilitation. Since 
some Owners may propose to accom- 
plish only $2000 of rehabilitation, they 
may not need to obtain a rehabilita- 
tion loan but rather may finance the 
rehabilitation through personal credit; 
there is no requirement that the 
Owner finance through a rehabilita- 
tion loan. Other types of financing 
that an Owner might use include con- 
ventional loans from private lending 
institutions or credit unions or loans 
insured under Title I of the National 
Housing Act, or Title V of the Housing 
Act of 1949 (Farmer’s Home Adminis- 
tration Programs). 
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Regarding the origination and mar- 
keting of rehabilitation loans under 
this program, the Department is re- 
questing comments on the willingness 
of mortgagees to originate such loans 
for possible inclusion in Government 
National Mortgage Association 
(GNMA) mortgage backed securities 
pools and for purchase for their own 
portfolios. 

9. The responsibilities of a PHA ad- 
ministering the program are being 
changed significantly and the adminis- 
trative fee and reimbursement for pre- 
liminary costs will be adjusted accord- 
ingly. The analysis of the appropriate 
administrative fee and allowance for 
preliminary costs will take into ac- 
count economies of scale in order not 
to discourage PHAs from selecting 
Owners of only a small number of 
units. In addition to most of the func- 
tions required of a PHA in the Exist- 
ing Housing Program, the PHA must 
perform or subcontract with an entity 
to perform the following functions: 

(a) Public solicitation of Owners to 
rehabilitate units and lease them to 
Eligible Families and development of 
working relationships with landlords, 
contractors, lending institutions and 
appropriate associations and groups; 

(b) Explanation of program proce- 
dures to Owners and all interested 
groups; 

(c) Assessment of the level of reha- 
bilitation necessary and determination 
of whether the Owner should partici- 
pate in the Moderate Rehabilitation 
Frogram or whether the Existing or 
Substantial Rehabilitation Programs 
would be more appropriate; 

(d) Provision to Owners of technical 
assistance in the rehabilitation proc- 
ess, where necessary, including inspec- 
tion of units to determine the work 
necessary to bring the units up to pro- 
gram standards, preparation of work 
write-ups, preparation of cost esti- 
mates, preparation of feasibility analy- 
ses, financial counseling including as- 
sistance in obtaining loans, determina- 
tion of which energy-conserving im- 
provements will be cost effective, and 
assistance in hiring a contractor and 
overseeing the rehabilitation; 

(e) Determination of appropriate 
Contract Rents, including review and 
approval of the Owner's certification 
of actual rehabilitation and temporary 
relocation costs and interest rates on 
the rehabilitation loan; 

(f) Provision to each participating 
Family of basic information on the op- 
eration of the Section 8 Moderate Re- 
habilitation Program, landlord and 
tenant responsibilities, and basic pro- 
gram rules, including the fact that the 
subsidy is tied to the unit and Families 
are not guaranteed that they will con- 
tinue to receive housing assistance if 
they move voluntarily; 
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(g) Review of proposed leases and/or 
assistance to Owners in the develop- 
ment of lease forms; 

(h) Inspections: (i) prior to the reha- 
bilitation to determine the work that 
must be accomplished to bring the 
units up to the Housing Quality 
Standards, or to prevent imminent 
failure of major building systems or 
components, (ii) during rehabilitation 
to ensure that the work is being ac- 
complished in accordance with the 
work write-up, (iii) after the rehabili- 
tation is complete and pricr to leasing 
to assure that the work specified in 
the Agreement was accomplished, and 
(iv) at least annually to determine 
that the units are maintained in 
Decent, Safe, and Sanitary condition; 
and notifications to Owners and Fami- 
lies (where appropriate) of PHA deter- 
minations; 

(i) Monitoring of the Owner and 
contractor to ensure that all equal cp- 
portunity requirements and Davis- 
Bacon requirements (where applica- 
ble) are observed; 

(j) Explanation of program benefits 
to occupants of units to be rehabilitat- 
ed and provision of information and 
direct assistance in finding suitable al- 
ternative housing to any displaced 
Lower-Income Families; and 

(k) Ensuring that proper payments 
are made to Lower-Income Families 
temporarily relocated or permanently 
displaced under the program. 

A PHA without rehabilitation expe- 
rience should not propose to develop 
that expertise but should subcontract 
with an experienced entity to perform 
the rehabilitation-related functions if 
such an entity is available in the loca!}- 
ity. Where an experienced and compe- 

“tent rehabilitation entity is not avaiia- 
ble in the locality, the PHA may pro- 
pose to hire staff to perform the reha- 
bilitation related functions required 
by the program. Since many PHAs do 
not have expertise in rehabilitation, it 
is anticipated that they will subcon- 
tract with the local agency administer- 
ing the Section 312 program or a 
CDSG rehabilitation program to per- 
form many cf those functions. 

10. The Owner’s responsibilities have 
been expanded to include performing 
the rehabilitation specified in the 
Agreement, complying with all federal 
requirements mentioned in paragraph 
7 above, and meeting all other require- 
ments of the Agreement. Owners may 
fill vacancies by selecting Families on 
the PHA waiting list or establishing 
their own waiting list. 

11. Contract and budget authority 
for existing housing, including Moder- 
ate Rehabilitation, will be distributed 
to Field Offices on a “fair share” basis. 

12. In addition to the regular appli- 
cation requirements of the Existing 
Housing Program, an application for 
Moderate Rehabilitation must include: 
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(a) A description of the rehabilita- 
tion expertise of the PHA or the iden- 
tity and experience of the PHA’s sub- 
contractor. 

(b) A statement as to whether the 
program will be targeted to a specific 
neighborhood. If the PHA plans to 
target, a description of the neighbor- 
hood and other public and private im- 
provements underway and/or planned 
for the neighborhood must be pro- 
vided. 

(c) A statement as to the types of fi- 
nancing available and expected to be 
used in the program (for example, 
Community Development Block Grant 
loan programs, Neighborhood Housing 
Services loan programs, etc.). 

(d) A relocation plan, which is part 
of the administrative plan, detailing 
how displacement will be minimized, 
and how relocation policies will be ad- 
ministered and monitored. If the PHA 
proposes to subcontract with an entity 
experienced in relocation, this entity 
must be specified. 

(e) A letter of endorsement from the 
chief executive officer of the local gov- 
ernment indicating local support of 
the application and agreeing to make 
any necessary payments to perma- 
nently displaced Families. The chief 
executive officer must also sign off on 
the administrative plan if it is not sub- 
mitted with the initial application en- 
dorsed by the local government. 

13. In selecting among approvable 
applications, ranking will be based 
upon the Field Office’s assessment of 
which applications have the best com- 
bination of the following: 

(a) The rehabilitation expertise of 
the PHA and/or its subcontractor; 

(b) The availability of assisted reha- 
bilitation financing; 

(c) The concentration of the pro- 
gram in a specific neighborhood where 
concentrated public and/or private re- 
vitalization activities are underway or 
planned to compiement the Moderate 
Rehabilitation Program. (This criteria 
will only apply in metropolitan cities 
and urban counties.); 

(d) The PHA’s experience with the 
Section 8 Existing Housing Program 
and/or the PHA’s overall administra- 
tive capability; 

(e) The pcetential for achieving, as 
quickly as possible, rehabilitation and 
leasing of the units under the pro- 
gram; 

(f) Overall feasibility 
posed program: and 

(g) The local government's commit- 
ment to provide relocation benefits to 
over-income families permanently dis- 
placed and/or temporarily relocated 
from buildings being rehabilitated 
under the pregram. 

14. Taking into consideration the ad- 
ditional time necessary for leasing due 
to the rehabilitation required, the 
leasing period for 160 units or more 


of the pro- 


has been established at 18 months 
rather than the 12 months specified in 
the Existing Housing Program. 

15. In addition to public notice re- 
quirements for Lower-Income Fami- 
lies, the PHA must issue a public 
notice to Owners that the program is 
available and specify where and when 
Owners may submit proposals. 

16. Sixty days prior to completion of 
rehabilitation or when rehabilitation 
is commenced, whichever is later, if va- 
cancies exist, the PHA will send Eligi- 
ble Families to the Owner for selection 
or will determine the eligibility of 
Families selected from the Owner’s 
waiting list. In either case, the Owner 
has the responsibility for tenant selec- 
tion. 

17. Before rehabilitation is begun, 
the PHA and the Owner will enter 
into an Agreement. This Agreement 
will specify the work that must be ac- 
complished, deadline dates for the 
commencement and completion of the 
rehabilitation, the contract rents 
which will be paid upon completion, a 
date for final inspection, and the term 
of the Housing Assistance Payments 
Contract. 

18. Upon completion of the rehabili- 
tation and the Owner's certification 
that the rehabilitation has been com- 
pleted in accordance with the Agree- 
ment and all applicable Federal, State, 
and local requirements, the PHA must 
conduct a final inspection and either 
accept or reject the unit(s). The 
Owner must also certify to the actual 
costs and the interest rate on any re- 
habilitation loan. Once the unit(s) has 
been accepted, the costs verified, and 
any adjustments made to the Contract 
Rents, a Housing Assistance Payments 
Contract will be executed by the PHA 
and Owner. 

18. If an Owner fails to lease to Eli- 
gible Families, the PHA may amend 
the Contract to reduce the number of 
units which the PHA will assist. The 
number of units in the Contract will 
never be reduced below the number of 
units leased or available for leasing by 
Eligible Families, plus 10 percent or 
one unit, whichever is greater. If, how- 
ever, the Owner has only one unit 
under Contract, the PHA may cancel 
the Contract if the Owner fails to 
lease to Eligible Families. 

20. In selecting Families for partici- 
pation in the program, thosé residing 
in the unit(s) at the time of rehabilita- 
tien will be automatically selected if 
eligible. Ineligible families will not be 
forced to move; however, the HAP 
Contract will only include units occu- 
pied by or available for occupancy by 
Eligible Families. Families will be se- 
lected for vacant units by the Owner 
from either the PHA’s Existing Hous- 
ing Program waiting list or from the 
QOwner’s separate waiting list. If the 

HA proposes to concentrate the pre- 
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gram in a specific neighborhood, the 
PHA may establish a preference for 
applicants currently residing in that 
neighborhood. 

21. When briefing Families selected 
to participate in the program, the 
PHA must stress that the subsidy is 
tied to the unit and the Family will be 
required to occupy a unit being moder- 
ately rehabilitated under the program. 
The PHA must also explain the op- 
tions available to the Family should 
they be forced to move or should they 
wish to move. 

22. HUD will perform reviews cf 
each PHA’s Moderate Rehabilitation 
program in order to determine if the 
quality of the rehabilitation is satis- 
factory, rehabilitation costs are rea- 
sonable, rents are reasonable, and 
other program requirements are being 
met. If deficiencies are identified, the 
PHA will not be allowed to enter into 
additional HAP Contracts until these 
deficiencies have been corrected. 

It is the finding of this office that 
the Moderate Rehabilitation Program 
will not constitute a major federal 
action having actual or potential 
impact on the environment and that 
the procedures of the National Envi- 
ronmental Policy Act of 1969 are not 
applicable. A copy of this finding is 
available for public inspection in the 
Office of the Rules Docket Clerk 
during regular business hours, at the 
address specified above. 

Accordingly, 24 CFR, Part 882 is pro- 
posed to be amended as follows by 
adding new Subparts D and E: 


Subpart C—Reserved 


Subpart D—Special Procedures for Moderate 
Rehabilitation—Sasic Policies 


Sec. 

882.461 
882.402 
882.403 
882.404 


Applicability and scope. 

Definitions. 

Housing quality standards. 

Vacancies. 

882.405 Initial contract rents. 

882.406 Term of ACC, lease, and housing 
assistance payments contract. 

882.407 Rent adjustments. 

882.408 Relocation. 

882.409 Other federal requirements. 

882.410 Financing. 

882.411 Subcontracting of owner responsi- 
bilities. é 


Subpart E—Special Procedures for Moderate 
Rehahbilitation—Program Development and 
Operation 


Sec. 

882.501 Distribution of funds. 

882.502 Invitations for moderate rehabili- 
tation program applications. 

882.503 Submission of applications. 

882.504 Processing of applications. 

882.505 Annual contributions 
schedule of leasing. 

882.506 Public notice to owners. 

882.507 Assistance to owners. 

882.508 Agreement to enter into a housing 
assistance payments contract. 

882.509 Rehabilitation period. 


contract; 
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Sec. 

882.510 Completion of rehabilitation. 

882.511 Execution of housing assistance 
payments contract.° 

882.512 Overcrowded and under occupied 
units. 

882.513 Adjustment of allowance for utili- 
ties and other services. 

882.514 Eviction. . 

882.515 Reduction of number of contract 
units for failure to lease to eligible fami- 
lies. 

882.516 Public notice to lower-income fami- 
lies; waiting list. 

882.517 Family participation. 

882.518 Reexamination of family income 
and composition. 


Subpart C-—[Reserved] 


Subpart D—Special Precedures for Moderate 
Rehabilitation—Basic Policies 


§ 882.401. Applicability and Scope. 


(a) General. This Subpart and Sub- 
part E set forth: (1) the policies and 
procedures for requests made by 
Public Housing Agencies (PHAs) for 
approval by HUD of a Moderate Reha- 
bilitation Program, and (2) the proce- 
dures to be used by PHAs in initiating 
and administering a Moderate Reha- 
bilitation Program. 

(b) Eligible .applicants. PHAs, in- 
cluding HFDAs, eligible to participate 
in the program are those who (1) have 
the ability to operate a rehabilitation 
program, (2) are willing to subcontract 
with a local public or private agency 
with rehabilitation expertise, or (3) 
where an entity with rehabilitation ex- 
pertise is not available, will develop 
the capability to operate a rehabilita- 
tion program. 

(c) Eligible and ineligible properties. 
Any structure requiring and suitabie 
for moderate rehabilitation as defined 
in Section 882.402 so as to provide 
rental housing for families eligible for 
assistance under the Section 8 pro- 
gram is eligible for inclusion under the 
Moderate Rehabilitation Program, 
except housing: (1) which is covered 
by an Agreement to Enter into Hous- 
ing Assistance Payments Contract or 
by a Housing Assistance Payments 
Contract under 24 CFR, Part 800, 801, 
880, 881, 883, 885 or 886, or (2) which 
is owned by the PHA administering 
the ACC under this Part, or (3) which 
is a subsidized HUD-insured project, or 
(4) which is a project with a HUD-held 
mortgage or is a HUD-owned project. 
Existing structures of various types 
may be appropriate for this program 
including single-family houses, mullti- 
family structures and Independent 
Group Residences. High rise elevator 
projects for Families with children 
may not be utilized unless HUD deter- 
mines there is no practical aiternative. 
Mobile homes may not be utilized in 
this program. No Section 8 assistance 
may be provided with respect to any 
unit occupied by an Owner; however, 
cooperatives wili be considered as 
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rental. housing for purposes of this 
program, 

(d) Applicability of Subparts A, B 
and C. Sections 882.102 (Definitions), 
882.109 (Housing Quality Standards), 
882.112 (Security and Utility Depos- 
its), 882.113 (Establishment of Income 
Limit Schedules; 30 Percent Occupan- 
cy by Very Low-income Families), and 
882.118 (Responsibility of the Family) 
of Subpart A and Sections 882.201 (Al- 
locations of Contract Authority to 
Field Offices), 882.202 (Determination 
of Number and Types cf Units to be 
Assisted), .882.215 (Eviction), 882.216 
(Inapplicability of Low-Rent Public 
Housing Model Lease and Grievance 
Procedures), and 882.217 (HUD 
Review of Contract Compliance) of 
Subpart B are applicable to the Mod- 
erate Rehabilitation Program. Other 
sections which have been modified for 
this program are repeated or refer- 
enced in Subparts D and E with appro- 
priate amendments. Provisions of Sub- 
part C, Administration of Program by 
Contract Administrator on Behalf of 
HUD, which will soon be issued as a 
proposed rule, may apply to Subparts 
D and E. 


§ 882.402. Definitions. 


In addition to the definitions set 
forth in Section 882.102, the following 
will apply: 

Agreement to Enter Into Housing As- 
sistance Payments Contract (“‘Agree- 
ment”). A written agreement between 
the Owner and the PHA that, upon 
satisfactory completion of the reha- 
bilitation in accordance with require- 
ments specified in the Agreement, the 
PHA will enter into a Housing Assist- 
ance Payments Contract with the 
Owner. 

Moderate Rehabilitation. The reha- 
bilitation of a residential property in- 
volving a minimum expenditure of 
$2000 per unit in structures containing 
12 or fewer units or $1600 per unit in 
structures containing more than 12 
units, which will: 

(a) Upgrade the property to Decent, 
Safe and Sanitary condition to comply 
with the Housing Quality Standards, 
from a condition requiring at least 
minor repairs or the cure of an accu- 
mulation of deferred maintenance (im- 
provements being of a non-luxury 
nature); or 

(b) Prevent the imminent faiiure of 
major building systems or compo- 
nents. 

Where the property contains nine or 
more units to be assisted, prevailing 
wages must be paid for all rehabilita- 
tion work performed and other Davis- 
Bacon requirements must be met. 


§ 882.403. Housing quality standards. 
‘In addition to the standards set 


forth in Section 882.109, the following 
will apply: 
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(a) Eneroy Efficiency. Performance 
Requirement. Appropriate energy con- 
serving improvements such as insula- 
tion, storm doors and windows and 
caulking must be accomplished by the 
Owner as part of the rehabilitation 
under this Part, provided that these 
improvements are determined by the 
PHA to be cost-effective over the 15 
year term of the HAP Contract. (See 
Sec. 882.507(d).) 


§ 882.404. 


(a) Vacancies from execution of con- 
tract to initial occupancy. If a Con- 
tract unit which has been moderately 
rehabilitated in accordance with this 
Subpart is not leased as of the effec- 
tive date of the Contract, the Owner 
will be entitled to housing assistance 
payments in the amount of 80 percent 
of the Contract Rent for the unit for a 
vacancy period not exceeding 60 days 
from the effective date of the Con- 
tract provided that the Owner (1) has 
‘complied with Section 882.509(d) and 
(e)(2); (2) has taken and continues to 
take all feasible actions to fill the va- 
cancy including, but not limited to: 
contacting applicants on the Owner’s 
waiting list, if any, requesting the 
PHA and other appropriate sources to 
refer eligible applicants, and advertis- 
ing the availability of the units; and 
(3) has not rejected any eligible appli- 
cant except for good cause acceptable 
to the PHA. 

(b) Vacancies after initial occupen- 
cy. (1) If an Eligible Family vacates its 
unit (other than as a result of action 
by the Owner which is in violation of 
the Lease or the Contract or any ap- 
plieable law), the Owner may reeeive 
housing assistance payments in the 
amount of 80 percent of the Contract 
Rent for a vacancy period not exceed- 
ing 60 days; provided, however, that if 
the Owner collects any of the Family’s 
share of the rent for this period in an 
amount which, when added to the 80 
percent payments, resulted in more 
than the Contract Rent, the excess 
must be payable to the PHA or as the 
PHA may direct. The Owner will not 
be entitled to any payment under this 
paragraph (b)(1) unless the Owner: (i) 
immediately upon learning of the va- 
cancy, has notified the PHA of the va- 
cancy cr prospective vacancy, and (ii) 
has taken and continues to take ail 
feasibie actions specified in para- 
graphs (2)(2) and (3) of this section. 

(2) If the Owner evicts an Eligible 
Family, the Owner will not be entitled 
to any payment under paragraph 
(b)1) of this section unless the PHA 
determines that the Owner complied 
with all requirements of Section 
882.215 and all applicable State and 
local laws. 

(c) Prohibition of double compensa- 
tion for vacancies. The Owner will not 
be entitied to housing assistance pay- 


Payments for vacancies. 
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ments with respect to vacant units 
under this section if the Owner is enti- 
tled to payments from other sources 
(for example, payments for losses of 
rental income incurred for holding 
units vacant for relocatees pursuant to 
Title I of the HCD Act of 1974 or pay- 
ments under Section 882.112 (Security 
and Utility Deposits)). 


§ 882.405. Initial contract rents. 


(a) Fair market rent limitation. The 
Gross Rent for any Moderate Reha- 
bilitation unit approved pursuant to 
882.508(ax3) must not exceed the 
Moderate Rehabilitation Fair Market 
Rent applicable to the unit on the 
date that the Agreement is executed 
except that changes may be made in 
the Contract Rent subsequent to the 
signing of the Agreement which result 
in Gross Rents which exceed the Mod- 
erate Rehabilitation Fair Market Rent 
as provided in paragraph (c) of this 
section. The Fair Market Rent Sched- 
ule for Moderate Rehabilitation will 
be 120 percent of the Existing Housing 
Fair Market Rent Schedule in effect 
when the Agreement is executed. 

(b) Determination of contract rents. 
(1) The PHA must establish a base 
rent for each unit. This base rent will 
be the average rent charged for the 
unit during the 18 months preceding 
the date of the Agreement plus an ad- 
justment for inflation. This adjust- 
ment must not exceed the amount ob- 
tained by application of the annual ad- 
justment factors established by HUD 
(see 882.407(a)(1)). If, however, the 
PHA determines that the rent estab- 
lished by this formula is not a reason- 
able rent, then the PHA must estab- 
lish a reasonable rent for that unit to 
be used as the base rent which may be 
higher or lower than the formula-es- 
tablished base rent. The PHA must 
certify for each unit for which it 
enters into an’ Agreement that the 
base rent for the unit is reasonable in 
relation to rents currently being 
charged for comparable units in the 
private unessisted market, taking into 
accout the location, size, type, quality, 
amenities, facilities and management 
and maintenance services of the unit. 
If the base rent exceeds the rent being 
charged for the unit before rehabilita- 
tion by more than 10 percent, the 
PHA must justify the excess in writ- 
ing. 

(2) Taking into consideration the 
cost of the rehabilitation proposed in 
the Agreement and the cost of any 
necessary temporary relocation pay- 
ments to be made by the Owner, the 
potential fifteen year term of the HAP 
Contract, and the interest rate at 
which the Owner proposes to secure 
his rehabilitation loan (the HUD-FHA 
maximum interest rate for multi- 
family housing plus % percent Mort- 
gage Insurance Premium will be used 


where the Owner does not secure a 
loan), the PHA must determine the 
monthly per unit cost to the Owner of 
repaying a rehabilitation loan over a 
15 year term on the proposed improve- 
ments. 

(3) The Contract Rent for the unit 
must be the lesser of (i) the base rent 
as established in paragraph (b)(1) of 
this section plus the monthly cost cf 
amortization of the rehabilitation loan 
as established in paragraph (b)(2), or 
(ii) the Moderate Rehabilitation Fair 
Market Rent for that unit size (see 
paragraph (a) of this section), minus 
any applicable Allowance for Utilities 
and Other Services attributable to the 
unit. 

(c) Changes in contract rents. (1) 
The Contract Rents established pursu- 
ant to paragraph (b) will be the Con- 
tract Rents on the effective date of 
the Contract except under the follow- 
ing circumstances: 

(i) When, during rehabilitation, 
work items are discovered which must 
be performed to bring the unit(s) to 
program standards, which were not 
listed in the work write-up prepared or 
approved by the PHA, and which will 
require additional expenditures which 
would make the rehabilitation infeasi- 
ble at the Contract Rents established 
in the Agreement. Under these circum- 
stances, the PHA will: 

(A) Approve a change order to the 
rehabilitation contract, or amend the 
work write-up if there is no rehabilita- 
tion contract, specifying the additional 
work to be accomplished and the addi- 
tional cost for this work, i 

(B) Recompute the Contract Rents, 
within the LMmits specified in para- 
eraph (c)(4) of this section, based 
upon the revised cost estimate, and 

(C) Prepare and execute an amend- 
ment to the Agreement stating the ad- 
ditional work required and the revised 
Contract Rents. 

(ii) When the actual cost of the re- 
habilitation performed is less than 
that estimated in the calculation of 
Contract Rents for the Agreement. 

(iii) When the actual interest rate of 
the rehabilitation loan differs from 
thet anticipated in the calculation of 
Contract Rents for the Agreement. 

(iv) When the actual relocation pay- 
ments made by the Owner to tempo- 
rarily displaced Families varies from 
the cost estimated in the calculation 
of Contract Rents for the Agreement. 

(2) Should changes occur as speci- 
fied in (ii), Gii) or (iv) (either an in- 
crease or decrease), the PHA will re- 
caiculate the Contract Rents in ac- 
cordance with paragraph (b) of this 
section and amend the Contract to re- 
flect the revised rents. 

(3) The PHA must review and ap- 
prove the Owner’s certification that 
the rehabilitation costs, temporary re- 
lecation costs and interest rate on 
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which the Contract Rents are based 
are the actual costs incurred and inter- 
est rate obtained by the Owner. 

(4) In establishing the revised Con- 
tract Rents, the PHA must determine 
that the resulting Gross Rents do not 
exceed the Moderate Rehabilitation 
Fair Market Rent. The Fair Market 
Rent may only be exceeded when the 
PHA determines in its calculations 
specified in paragraph (c)(1)(i) of this 
section that it will be necessary for the 
revised Gross Rent to exceed the Mod- 
erate Rehabilitation Fair Market 
Rent. Should this determination be 
made, the PHA may noi execute a re- 
vised Agreement until it receives HUD 
Field Office approval of such an ex- 
ception. The HUD Field Office may 
approve revised Gross Rents which 
exceed the Fair Market Rents by up to 
10 percent for reasons specified in 
paragraph (c)(1)<i) upon proper justifi- 
cation by the PHA of the necessity for 
the increase. 


§ 882.406. Term of ACC, lease, and hous- 
ing assistance payments contract. 


(a) Term of ACC. The term of the 
ACC will be for seventeen years. 

(b) Term of Housing Assistance Pay- 
ments Contract. The Contract for any 
unit moderately rehabilitated in ac- 
cordance with Subparts D and E may 
be for an initial term of not more than 
five years, with provision for automat- 
ic renewal (unless agreed otherwise) 
for additional terms of not more than 
five years each, for a total Contract 
term, including renewals, which must 
not exceed fifteen years or the remain- 
ing term of the ACC, if less. 

(c) Term of Lease. The term of the 
Lease for each unit must be for not 
less than one year nor more than 
three years. 

(d) Renewals of Contract and Lease. 
Any renewal of the Contract and/or 
Lease term for any unit must in no 
case extend beyond the shorter of the 
remaining term of the ACC pertaining 
to the Contract and the Lease or 15 
years from the date of the initial Con- 
tract. 


§ 882.407. Rent adjustments. 


(a) Contract Rents will be adjusted 
as provided in paragraphs (a1) and 
(2) of this section upon request to the 
PHA by the Owner, provided that the 
unit is in decent, safe, and sanitary 
condition and that the Owner is other- 
wise in compliance with the terms of 
the Lease and Contract. Subject to the 
foregoing, adjustments of Contract 
Rents will be as follows: 

(1) Annual Adjustments. The Annual 
Adjustment Factors which are pub- 
lished annually by HUD (see Schedule 
C, 24 CFR Part 888) will be utilized. 
On each anniversary date of the Con- 
tract, the Contract Rents may be ada- 
justed by applying the applicable 
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Annual Adjustment Factor most re- 
cently published by HUD. These in- 
creased Contract Rents must then be 
examined in accordance with para- 
graph (b) of this section and may be 
adjusted accordingly. Contract Rents 
may be adjusted upward or downward, 
as may be appropriate; however, in no 
case may the adjusted rents be less 
than the Contract Rents on the effec- 
tive date of the Contract. 

(2) Special Adjustments. A special 
adjustment, subject to HUD approval, 
to reflect increases in the actual and 
mecessary expenses of owning and 
maintaining the unit which have re- 
sulted from substantial general in- 
creases in real property taxes, utility 
rates, assessments and utilities not 
covered by regulated rates, may be rec- 
ommended for approval by the PHA 
but only if and to the extent that the 
Owner cleariy demonstrates that these 
general increases have caused in- 
creases in the Owner’s operating costs 
which are not adequately compensated 
for by annual adjustments. The 
Owner must submit financial informa- 
tion to the PHA which clearly sup- 
ports the increase. For projects of 
more than tweive units, the Owner 
must submit audited financial infor- 
mation. , 

(b) Overall Limitation. Notwith- 
standing any other provisions of this 
Part, adjustments as provided in this 
section must nct result in material dif- 
ferences between the rents charged 
for assisted and comparable unassisted 
units, as determined by the PHA (and 
approved by HUD in the case of ad- 
justments under paragraph (a)(2)). 
However, this limitation should not be 
construed to prohibit differences in 
rents between assisted and comparable 
unassisted units to the extent that dif- 
ferences existed with respect to the 
initial Contract Rents. 


§ 882.408. Relocation for section 8 moder- 
ate rehabilitation. 


(a) Minimizing Displacement and 
Temporary Relocation. Moderate re- 
habilitation by its nature of not in- 
volving substantial renovation should 
not, except in unusual circumstances, 
require the permanent displacement 
of families. Additionally, temporary 
relocation should be minimal since 
much of the work should be accom- 
plished with tenants in residence. To 
further minimize displacement and re- 
location PHAs may propose in their 
administrative plan to exclude the se- 
lection of projects. where permanent 
displacement or temporary relocation 
will be necessary. Although displace- 
ment and temporary relocation should 
be minimal, some relocation will be 
unavoidable and benefits to displacees 
must be provided as specified in this 
section. 
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(b) Applicability of Uniform Act. 
Title II of the Uniform Relocation As- 
sistance and Real Property Acquisition 
Policies Act of 1970 (Uniform Act) ap- 
plies to certain displacements occur- 
ring as a result of a PHA’s acquisition 
or order to vacate real property, issued 
in connection with acquisition, for a 
project. HUD regulations governing 
displacements under the Uniform Act 
are set forth at 24 CFR Part 42. Any 
family or individual, occupying a unit 
to be rehabilitated pursuant to this 
Subpart and who meets the definition 
of a “displaced person,” as defined in 
24 CFR 42.20(d), must be provided re- 
location payments and assistance in 
accordance with 24 CFR Part 42, as 
modified by paragraphs (c) through (j) 
of this section including the obligation 
placed on the local government. 

(c) Tenants Displaced by Private- 
Owner Rehabilitation. Although the 
Uniform Act does not apply to the dis- 
placement of tenants as a result of re- 
habilitation by a private owner for a 
Section 8 project, HUD has deter- 
mined that any Lower-Income Family 
or individual that is a tenant (not an 
owner-occupant) occupying a unit to 
be rehabilitated pursuant to this Sub- 
part on the date the PHA notifies the 
Owner that the proposal is approvabie 
(see Section 882.507(b)) and who is 
thereafter required to move, will be 
eligible for relocation payments and 
assistance to be determined on the 
same basis as provided by 24 CFR Part 
42, as modified by paragraphs (d) 
through (j) of this section, as if the 
tenant were a “displaced person” 
within the meaning of the Uniform 
Act. For purposes of the regulations at 
24 CFR Part 42, the PHA notification 
that the Owner’s proposal is approv- 
able will be deemed to be the “‘initi- 
ation of negotiations.” 

(d) Notice of Right to Continue in 
Occupancy. No later than 30 days 
after the PHA notification of the ap- 
provai of the proposal the PHA must 
furnish each residential tenant occu- 
pying a unit to be rehabilitated under 
the program who will not be displaced, 
a written notice of the tenant’s right 
to continue in occupancy. The notice 
must contain the following conditions: 

(1) The tenant must have the right 
to lease and occupy a decent, safe, and 
sanitary dwelling which is either the 
current dwelling or a comparable 
dwelling located within the same 
building or nearby building located 6n 
the same site, for a continuous period 
of at least four years. The four-year 
period will begin on the date of PHA 
notification of the approval of the pro- 
posal, or the date the dwelling is 
placed in decent, safe, and sanitary 
condition, or the termination date of 
any required temporary relocation, 
whichever is later. 
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(2) The amount of rent payable by 
the tenant must be determined in ac- 
cordance with 24 CFR Part 889 and 
any necessary subsidy must be pro- 
vided pursuant to this Subpart. 

(3) The tenant must not be required 
to move from the dwelling units other 
than for cause unless the move is nec- 
essary to permit rehabilitation. If a 
move is required: 

(i) Not more than one temporary re- 
location by the tenant may be re- 
quired; 

(ii) The temporary relocation, if any, 
must not exceed twelve months in du- 
ration; 

(iii) A decent, safe, and sanitary 
dwelling must be available to the 
tenant for the period of any tempo- 
rary relocation; and 

(iv) The Owner must pay actual rea- 
sonable out-of-pocket expenses, includ- 
ing any moving costs or increase in 
monthly housing costs, incurrred by 
any “eligible” tenant in connection 
with the move, any temporary reloca- 
tion, or both. 

(4) If the tenant is required to 
vacate the dwelling during the four- 
year period for any reason other than 
for cause, or if any of the commit- 
ments to the tenant under this notice 
of right te continue in occupancy are 
not met, the tenant wiil automatically 
be deemed to have been issued a notice 
of displacement as described in para- 
graph (e) of this section and to be en- 
titled to relocation payments and 
other relocation assistance available to 
displaced persons provided under 24 
CFR Part 42, as modified by this sec- 
tion. 

(e) Notice of displacement. Not later 
than 30 days after the PHA notifica- 
tion of the approval of the proposal, 
the PHA must issue a written notice of 
displacement to each residential 
tenant occupying a unit to be rehabili- 
tated under the program who will be 
displaced. The notice must state that 
if the tenant moves or moves personal 
property from the property on or after 
the date of PHA notification of ap- 
proval of the proposal, the tenant will 
be entitled to certain relocation pay- 
ments and other assistance which 
must be described, including the maxi- 
mum allowable dollar amount or range 
of each payment for which the tenant 
will apparently be eligible, the condi- 
tions of eligibility, and the procedures 
for obtaining the payment(s). 

(f) Automatic notice of displace- 
ment. If a tenant is not issued a writ- 
ten notice of displacement or a notice 
of right to continue in occupancy 
within 30 days after the date of the 
PHA notification of the approval of 
the proposal, the tenant will be 
deemed to have been issued a notice of 
displacement effective on the date of 
the PHA notification of the approval 
of the proposal. 


t 


PROPOSED RULES 


(g) Tenants Continuing in Occupan- 
cy. The PHA must take such steps as 
may be necessary to insure that no 
tenants who continue in occupancy 
under the provisions of this section 
are subjected to an unreasonable 
change in the character of their imme- 
diate environment without being given 
the opportunity to move and qualify 
for relocation assistance as a displaced 
person. For example, an elderly tenant 
may not be subjected without alterna- 
tives to a sharp increase in the number 
of children occupying nearby units. 
Additionally, in determining whether 
temporary relocation is necessary to 
facilitate the rehabilitation, the 
Owner and PHA must consider any 
hardships likely to result if the Family 
occupies the property during the reha- 
bilitation. 

th) Section & Assistance to Tenants 
Permanentiy Displaced by Private- 
Owner. The PHA must offer a residen- 
tial tenant of a unit to be rehabilitated 
under the program who has been or 
will be permanently displaced by ‘an 
Owner a Certificate of Family Partici- 
pation under the Existing Housing 
Program (Subparts A and B). If the 
displaced Family moves to a replace- 
ment rental dwelling unit which meets 
the requirements of the Existing 
Housing Program and the landlord of 
the replacement rental dwelling unit is 
willing to participate in that program, 
the rental assistance responsibilities of 
the local government will be deter- 
mined to be met. Should the Family 
not move to a suitable unit under the 
Existing Housing Program or should 
the PHA not have a Certificate availa- 
ble for the Family, a rental assistance 
payment and other benefits described 
in 24 CFR Part 42 must be provided. 

(i) Manner of Notices. Any notice re- 
quired under this section must be per- 
sonally served, receipt documented, or 
sent by certified or registered first- 
class mail, return receipt requested. 

(j) Responsibility for Relocation 
Payments and Assistance. 

(1) The PHA will have the adminis- 
trative responsibility for assuring that 
appropriate relocation payments con- 
sistent with 24 CFR Part 42 as modi- 
fied by this section are made to dis- 
placed or temporarily relocated Fami- 
lies and will be directly responsible for 
providing all services specified in 24 
CFR Part 42. 

(2) The provisicn of payments to 
Families permanently displaced, 
where the Family cannot be assisted 
as specified in paragraph (h), will be 
the responsibility of the local govern- 
ment. Unless the local government 
agrees, in writing, to assume responsi- 
bility for providing permanent reloca- 
tion payments from funds other than 
those provided under this program, an 
application for Moderate Rehabilita- 
tion from the PHA will not be consid- 


ered approvable. In addition, since a 
HAP Contract will not be executed on 
a unit occupied by an over-income 
family, the local government will not 
be required to provide relocation bene- 
fits to these families. However, the 
local government may propose to pro- 
vide assistance similar to that provided 
for Eligible Families to over-income 
families being permanently displaced 
and/or temporarily relocated from 
units in buildings where units are 
being rehabilitated under the Moder- 
ate Rehabilitation Program. Should 
the local government agree to provide 
relocation benefits to over-income 
families, this agreement must be speci- 
fied in the administrative plan submit- 
ted by the PHA and signed by the 
chief executive officer.. Additionally, 
should the local government agree to 
provide this assistance, the PHA’s ap- 
plication will receive a preference in 
the Field Office’s selection among ap- 
provable applications. 

(3) The provision of payments to 
Families temporarily relocated will be 
the responsibility of the Owner. The 
Contract Rent computation, as speci- 
fied in Section 882.405(b), may include 
relocation costs; however, the Owner 
must make the payments. No Owner 
will be selected for participation in the 
program unless the Owner agrees, in 
the Agreement, to assume this respon- 
sibility. 


§ 882.409. Other Federal Requirements. 


Participation in this program re- 
quires compliance with the Equal Op- 
portunity requirements specified in 
882.111 as well as the rules, regula- 
tions and requirements of the follow- 
ing: 

(a) Executive Order 11246; 

(b) Clean Air Act and Federal Water 
Pollution Control Act; 

(c) Davis-Bacon Act; 

(d) Section 504 of the Rehabilitation 
Act of 1973; 

(e) National Historic Preservation 
Act (Public Law 89-665); 

(f) Archeological and Historic Pres- 
ervation Act of 1974; 

(g) Executive Order 11593 on Protec- 
tion and Enhancement of the Cultural 
Environment; 

(h) National Environmental Policy 
Act of 1969; and 

(i) Flood Disaster Protection Act of 
1973. 


§ 882.410. Financing. 


(a) Types. Any type of public or pri- 
vate financing may be utilized. 

(b) Use of Contract as Security for 
Financing. An Owner may pledge, or 
offer as security for any loan or obli- 
gation, an Agreement or Contract en- 
tered into pursuant to this Part in ac- 
cordance with the provisions of that 
Agreement or Contract. 
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§ 882.411. Subcontracting of Owner Re- 
sponsibilities. 

Any Owner may contract with any 
private or public entity to perform for 
a fee the services required by the 
Agreement, Contract or Lease, pro- 
vided that such contract may not shift 
any of the Owner’s responsibilities or 
obligations, and provided further that 
no such contract may be entered into 
with an entity which is responsible for 
administration of the Agreement or 
Contract. If the Owner and a PHA 
wish to enter into a management or 
rehabilitation contract, they may do 
so provided that the Housing Assist- 
ance Payments Contract with respect 
to the housing involved is adminis- 
tered by another PHA or by HUD or 
an entity acting on behalf of HUD and 
authorized by HUD pursuant to Sub- 
part C of the regulations. 


Subpert E—Special Procedures for Moderate 
Rehabilitation Program Development and 
Operation 


§ 882.501. Distribution of Funds. 


(a) Contract and Budget Authority. 
The amount of contract and budget 
authority available for the Moderate 
Rehabilitation Program will be a por- 
tion of the funds available for the Sec- 
tion 8 Existing Housing Program. 

(b) Allocation of Funds. (1) Contract 
and budget authority will be assigned 
to and allocated for metropolitan and 
non-metropolitan areas by each HUD 
Field Office pursuant to 24 CFR Part 
891, Review of Applications for Hous- 
ing Assistance; Allocation of Housing 
Assistance Funds. 

(2) Each Field Office must announce 
by publication the availability of Mod- 
erate Rehabilitation contract authori- 
ty and the approximate number of 
units which the authority will support 
within the Field Office’s jurisdiction. 


§ 882.502. Invitations for Moderate Reha- 
bilitation Program Applications. 


(a) Sending of Invitation. The HUD 
Field Office must initiate implementa- 
tion of its program with respect to 
Moderate Rehabilitation by sending 
invitations for Moderate Rehabilita- 
tion Program applications for areas in 
the Field Office’s jurisdiction where 
the Housing Assistance Plan (HAP) in- 
dicates a goal for Existing Housing 
and where there is a supply of housing 
in need of and suitable for moderate 
rehabilitation. These invitations may 
solicit applications for both the Exist- 
ing Housing Program and Moderate 
Rehabilitation Program or may re- 
quest only Moderate Rehabilitation 
applications. These invitations must 
be distributed in the same manner as 
specified in Section 882.203(a). 

(b) Contents of Invitation. The invi- 
tation must indicate: (1) that applica- 
tions may be submitted by public 
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housing agencies (ie., any State, 
county, municipality, or other govern- 
mental entity or public body (or 
agency or instrumentality thereof) 
which is authorized to engage in or 
assist in the development or operation 
of low-income housing), (2) the con- 
tract authority available and the esti- 
mated number of units the authority 
is expected to support, for both metro- 
politan and non-metropolitan areas, 
(3) the deadline for submission of ap- 
plications (which will generally be 606 
days but must be at least 15 calendar 
days after the date invitations are sent 
(see paragraph (a) of this section), (4) 
the fact that copies of the application, 
other forms, and program regulations 
may be obtained from the Field 
Office, and (5) such other basic infer- 
mation as the Field Office may speci- 
fy. If the invitation is for both Exist- 
ing Housing and Moderate Rehabilita- 
tion applications, the invitation must 
also contain the information specified 
in Section 882.203(b). 


§ 882.593. Submission of Application. 


The application for a Moderate Re- 
habilitation Program will be submitted 
by a PHA to the HUD Field Office. 
Advice and assistance in the prepara- 
tion of the application are available 
from the HUD Field Office. 

(a) Contents. The application must: 

(1) Indicate the types of housing 
(i.e., detached, walkup, elevator) likely 
to be utilized in the proposed project. 

(2) Indicate the total number of 
units expected to be utilized by unit 
size (number of bedrooms) and the ap- 
proximate number of units for occu- 
pancy by elderly, handicapped, or dis- 
abled. 

(3) Demonstrate that the units re- 
quested in paragraph (a)(2) of this sec- 
tion are consistent with the applicable 
Housing Assistance Plan, as required 
by 24 CFR Part 891, or in the absence 
of such a Plan, that the proposed ap- 
plication is responsive to the condition 
of the housing stock in the community 
and the housing assistance needs of 
Lower Income Families residing in or 
expected to reside in the community. 

(4) Demonstrate that the applicant 
qualifies as a PHA and is legally quali- 
fied and authorized to participate in 
the Section 8 Moderate Rehabilitation 
Program for the area in which the 
program is to be carried out and in- 
clude in such demonstration (i) the 
relevant enabling legislation, (ii) any 
rules and regulations adopted or to be 
adopted by the agency to govern its 
operation, and (iii) a supporting opin- 
ion from the agency counsel. If the 
PHA already has an ACC for an Exist- 
ing Housing Project, this demonstra- 
tion will not be required if the PHA 
submits a statement that they are 
qualified to participate based on the 
same documentation. 
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(5) Include a statement that the 
housing quality standards to be used 
in the operation of the program will 
be those set forth in Section 882.109 
and Section 882.403 or that variations 
in the Acceptability Criteria are pro- 
posed. In the latter case, each pro- 
posed variation must be specified and 
justified. Should the PHA propose to 
use local code standards which are 
more restrictive than the Housing 
Quality Standards, no justification 
need be submitted. 

(6) Include a proposed schedule 
specifying the number of units to be 
leased by quarter. 

(7) Include a description of the reha- 
bilitation expertise and experience of 
the PHA. If the PHA proposes to sub- 
contract with a city rehabilitation 
agency or private rehabilitation entity, 
the PHA must specify the subcontrac- 
tor and detail the subcontractor’s ex- 
perience in rehabilitation. A memoran- 
dum of intent between the PHA and 
any subcontractor specifying the obli- 
gations of each party must be submit- 
ted with the application. A PHA with- 
out rehabilitation expertise should not 
propose. to hire staff to perform these 
functions but should subcontract with 
an experienced and qualified agency 
or entity if such an entity exists. 
Should the PHA not have the exper- 
tise or should an entity with such ex- 
pertise not be available, the PHA must 
demonstrate how it proposes to obtain 
that expertise and detail the qualifica- 
tions of any staff to be hired, if 
known, in the application. 

(8) Include a description of the 
PHA’s experience in administering 
housing or other programs and pro- 
vide other information which evi- 
dences present or potential manage- 
ment capability for the proposed pro- 
gram including experience with the 
Section 8 Existing Housing Program. 

(9) Indicate whether the program 
will be concentrated in a _ specific 
neighborhood(s). If the PHA proposes 
to concentrate its activities in a specif- 
ic neighborhood(s) the application 
must contain a map outlining the 
neighborhood boundaries and a de- 
scription of neighborhood characteris- 
tics as well as a letter from the chief 
executive officer of the local govern- 
ment indicating the locality’s endorse- 
ment of the application and describing 
other public and private inmprove- 
ments underway and/or planned for 
this neighborhood to complement the 
Moderate Rehabilitation Program. 

(10) Indicate the types of financing 
expected to be used under the pro- 
gram particularly federal, state or lo- 
cally assisted financing programs, and 
describe the availability of the financ- 
ing. Commitments from these financ- 
ing sources as to their willingness to fi- 
nance rehabilitation under this pro- 
gram should be submitted where avail- 
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able. Types of financing could include 
but are not limited to Community De- 
velopment Block Grant loan and grant 
programs, State Agency rehabilitation 
loan programs, Neighborhood Housing 
Services programs and private reha- 
bilitation loan programs. HUD mort- 
gage insurance programs may be used 
to help secure financing. 

(11) Include 2 description of the 
PHA’s expertise in providing reloca- 
tion assistance to displaced families. If 
the PHA proposes to subcontract with 
another local agency or private entity 
to provide the services required in Sec- 
tion 832.408, the agency or entity must 
be identified and its experience in re- 
location summarized. A _ statement 
from the chief executive officer of the 
local government (which states that 
the local government will assume the 
responsibilities as required in Section 
882.408) must accompany the applica- 
tion. Additionally, the PHA must indi- 
cate that it will provide a preference 
for Certificates in its Section 8 Exist- 
ing Housing Program to Families dis- 
placed as a resuit of moderate reha- 
bilitation or should provide a state- 
ment from the PHA administering the 
Section 8 Existing Housing Program in 
the area that it will provide such a 
preference. The PHA should also indi- 
cate the availability of Certificates for 
relocation purposes. 

(12) Include a statement from the 
chief executive officer of the local gov- 
ernment indicating local government 
approval of the submission cf the ap- 
plication, stating that the application 
is consistent with the local Housing 
Assistance Plan, if any, and providing 
additional comments. The statement 
should indicate that the chief execu- 
tive officer understands that these 
comments are being provided in con- 
formance with Section 213 of the HCD 
Act of 1974 and that no further oppor- 
tunity for comment will be given by 
the field office. 

(b) Other Submissions. For each ap- 
plication, or in a combined submission 
covering several applications, the PHA 
must submit the following items with 
the application(s) or after application 
approval but no later than with the 
PHA-executed ACC. If the administra- 
tive plan specified in paragraph (4) is 
submitted after application approval, 
the chief executive officer of the local 
government must sign off on the plan 
agreeing particularly to the relocation 
plan and the local government respon- 
sibilities contained therein. 

(1) An equal opportunity housing 
plan. 

Gi) The plan must describe the 
PHA’s policies and procedures for: 

(A) Fulfilling the requirements of 
Section 882.506(a), Public Notice to 
Owners, and Section 882.516, Public 
Notice to Lower-Income Families. 


PROPOSED RULES 


(B) Achieving the participation of 
Owners of units in areas outside low 
income and minority concentrations, 
unless the PHA has indicated that the 
program will be confined to a specific 
neighborhood receiving coordinated 
improvements (see paragraph (a)(9)). 

(C) Selecting among Owners’ propos- 
ais to determine which proposais will 
be approved, including any local pref- 
erences for selection and the prefer- 
ences specified in Section 882.506(d) 

(D) Selecting among eligible appli- 
cants those to participate in the pro- 
gram, including the preference for 
Families living in units being rehabili- 
tated under the program and any pro- 
visions establishing local preferences 
for selection. 

dai The plan must also include 
signed certification of the applicant’s 
intention to comply with Title VI of 
the Civil Rights Act of 1964; Title VIII 
of the civil Rights Act of 1968; Execu- 
tive Order 11063; and if the housing 
assistance will be used within a local- 
ity which has a Housing Assistance 
Pian, a certification that the PHA will 
take affirmative action to provide op- 
pertunities to participate in the pro- 
gram to persons expected to reside in 
the locality because of present or 
planned empicyment as indicated in 
the Housing Assistance Plan. 

(2) Estimates of financial require- 
ments for preliminary costs, adminis- 
trative costs and housing assistance 
payments on the prescribed forms. 

(3) A proposed schedule of Allow- 
ance for Utilities and Other Services 
with a justification of the amounts 
proposed. 

(4) An Administrative Plan. 

(i) The plan must contain: a state- 
ment of the PHA’s overall approach 
and objectives in administering the 
Moderate Rehabilitation Program, a 
description of the procedures to be 
used in carrying out each adminisira- 
tive function, and a statement of the 
number of employees proposed for the 
program, by position and functions to 
be performed. Where a subcontractor 
such as the Community Development 
Agency, other local government staff 
or private entity will be utilized to per- 
form any of the functions of the PHA, 
the staff and procedures of the sub- 
contractor must be described. 

ii) The following functions should 
be addressed in addition to those re- 
quired in Section 882.204(b)(3 ii): out- 
reach to Owners; selection of units; 
initial inspection of units; preparation 
of work write-ups; preparation of cost 
estimates; establishment of rents; fi- 
nancing counseling; preparation of 
loan applications; assistance to Owner 
in the selection of contractors; execu- 
tion of Agreeements and Contracts; 
oversight of rehabilitation including 
inspection of units during rehabilita- 
tion; final inspection of units; verifica- 


tion of actual costs incurred by the 
Owner; and rehousing Families who 
move. 

(iii) The plan must also contain the 
relocation plan cf the PHA. This relo- 
cation plan must detail how displace- 
ment will be minimized and under 
what circumstances displacement will 
be allowed. The plan must clearly de- 
lineate the responsibilities of the local 
government, PHA, and Owners as 
specified in Section 882.408 and must 
indicate how the PHA will monitor the 
program to assure that proper reloca- 
tion payments and assistance are pro- 
vided. Additionally, it must be stated 
that no Owner will be selected for par- 
ticipation unless that Owner agrees to 
make relocation payments to those 
Families temporarily relocated, in ac- 
cordance with Section 882.408. 


§ 882.504 Processing of Applicatiens. 


(a) Initial Screening of Applications. 
Promptly after receipt of an applica- 
tion, the HUD Field Office will deter- 
mine whether cor not the application is 
complete. If an application is incom- 
plete, the PHA must be so notified and 
will be given until the deadline date 
or, if necessary, a reasonable time 
thereafter within which to complete 
the application. 

(b) Evaluation of Applications. HUD 
may begin its evaluation immediately 
upon receipt of the application, but no 
final decision of approval or disapprov- 
al of the application may be made 
until after the deadline for receipt of 
applications. Each application will be 
evaluated by HUD on the basis of all 
pertinent factors under this Part. In 
selecting among approvable applica- 
tions, ranking will be based upon the 
Field Office’s assessment of which ap- 
plications have the best combination 
of the following: 

(1) The demonstrated capacity of 
the PHA and/or its subcontractor(s) 
to provide the technica! assistance to 
Owners required under the program; 

(2) The availability of assisted fi- 
nancing resources as demonstrated 
through commitments from financing 
agencies (for example, local Communi- 
ty Development or state agency reba- 
bilitation loan programs); 

(3) The concentration of the pro- 
gram in a neighborhood and the via- 
bility of the neighborhood selected in- 
cluding the locality’s demonstrated 
commitment to the neighborhood. 
This criteria will only be applicable to 
applications from PHAs in metropoli- 
tan cities and urban counties (as de- 
fined in 24 CFR Part 570). 

(4) The PHA’s experience with the 
Section 8 Existing Housing Program 
and/or the PHA’s overall administra- 
tive capability; 

(5) The potential of achieving, as ex- 
peditiously as possible, the rehabilita- 
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tion and leasing of housing units 
under this Subpart; 

(6) The overall feasibility of the pro- 
posed program; and 

(7) The local government’s commit- 
ment to provide relocation benefits 
Similar to those provided to Eligible 
Families to over-income families per- 
manently displaced and/or temporar- 
ily relocated from buildings being re- 
habilitated under the program. 

(c) Disaprroval, Conditienal Ap- 
proval, or Approval of Applications. If 
an application is disapproved, HUD 
must notify the PHA by letter indicat- 
‘ing in detail the reasons for disapprov- 
al. If an application can be approved 
only if certain changes are made, HUD 
must notify the PHA by letter statin 
that the application can be approved 
if the PHA adopts, within a specified 
reasonable time as determined by 
HOD, the changes required by HUD. 
If an application is approved, the PHA 
will be sent a notification of applica- 
tion approval. 


§ 882.505. Annual Contributions Centract; 
Schedule of Leasing. 


(a) Maximum Total ACC Commit- 
ment. The maximum total annual con- 
tribution that may be contracted for 
will be the total for all the units of the 
Moderate Rehabilitation Fair Market 
Rents. 

tb) Transmittal of ACC and Execu- 
tion of ACC by HUD. These functions 
must be perfermed as specified in Sec- 
tions 882.2062) and (b). 

(c) Schedule of Leasing. The ACC 
will include a provision relating to ex- 

editious leasing of units under the 
pregram. HUD will review the PHA- 
proposed schedule specifying the 
number of units that are expected to 
be leased by the end of each three- 
month period, and will make such 
changes as it determines to be appro- 
priate. In its transmittal of the ACC to 
the PHA, HUD will include the HUD- 
approved schedule. This schedule will 
be established so as to implement 
HUD policy that all units in a Section 
8 Moderate Rehabilitation program of 
109 units or more must be leased by 
Eligible Families within 18 months. In 
the case of smaller prograrns, a 
shorter time period may be estab- 
lished by 30D. HUD may modify the 
unit mix and/or reduce the number of 
units and/or the amecunt of the 
annual contributions commitment if, 
in the determination of HUD, the 
PHA fails to demonstrate a good faith 
effort to adhere to this schedule or if 
other reasons justify a reduction in 
the number of units or change in the 
unit mix. 


 § 882.506. Public Notice to Owners. 


Promptly after receiving the execut- 
ed ACC, and thereafter as may be nec- 
essary, the PHA must make known to 
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the public through publication in a 
newspaper of general circulation as 
well as through minority media and 
other suitable means, the availability 
and nature of the program. The notice 
must inform Owners where they may 
apply for the program and must be 
made in accordance with the PHA’s 
HUD-approved equal opportunity 
housing plan and with the HUD guide- 
lines for fair housing requiring the use 
of the equal housing opportunity logo- 
type, statement and slogan. 

(b) Cwner Proposals. The PHA must 
develop a proposal format for Owners 
wishing to apply for participation in 
the program which will require, at a 
minimum, the following information: 
(1) Name, address and phone number 
of Owner, (2) Address of property to 
be rehabilitated, (3) Number, type 
(elevator/nonelevator) and bedroom 
size of unit(s) to be rehabilitated, (4) 
Rent(s) charged by bedroom size 
during the previous 18 months and the 
last time the rents were changed on 
each unit, (5) Number and size of 
vacant unit(s), (6) Nurber of units the 
Owner proposes to be assisted after re- 
habilitation, (7) Whether the Owner 
anticipates that permanent displace- 
ment or tempcrary relocation of ten- 
ants will be necessary. and the antici- 
pated length of any temporary reloca- 
tion. (If temporary relocation is antici- 
pated, the Owner must _ indicate 
whether he is wil! to assume the re- 
sponsibilities specified in 832.408.), (8) 
The prior participation of the Owner 
in HUD programs, and (9) Whether 
the Owner intends to select tenants 
from the PHA’s waiting list or a sepa- 
rate waiting list. If the Owner pro- 
poses to develop a separate waiting list 
and is applying for 5 or more units, 
the Owner must also be required to 
submit an Affirmative Fair Housing 
Marketing Pian. 

(c) Waiting List. The PHA should 
establish and maintain a pool of ap- 
provable Owner proposals. 

(a) Selection of Owner Proposals. 
The PHA must establish a method of 
selecting among Owner proposals. Pro- 
posals must be approved in accordance 
with criteria established by the PHA, 
including any PHA rules for prefer- 
ences as approved by HUD (see Sec- 
tion 882.503(b)(1)\(inC)). A preference 
in selection must be provided to those 
proposals specifying no or only mini- 
mal permanent disolacement cr tem- 
porary relocation. No proposal may be 
approved unless the Owner agrees to 
assume the responsibility for ail tem- 
porary relocation payments as speci- 
fied in Section 882.408. 


§ 882.597. Assistance to Owners. 


(a) Initial Inspection. Once an 
Owner’s proposal has been approved, 
the PHA must inspect the property, 
with the Owner if possible. A determi- 
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nation must be made by the PHA as to 
the specific work items which need to 
be accomplished to bring the unit(s) 
up to the Housing Quality Standards 
specified in Section 882.109 and Sec- 
tion 882.403 and/or to prevent the im- 
minent failure of major building sys- 
tems or components. The PHA, as 
soon as possible following the inspec- 
tion, must provide the Owner with a 
written list of the deficiencies. 

(b) Preliminary Feasibility Analysis. 
A rough cost estimate and cash flow 
analysis of the property following re- 
habilitation must be made by the 
PHA. If it is determined at this point 
that the allowable rents will not sup- 
port the amount of rehabilitation nec- 
essary and thus the undertaking will 
not be financially feasible, the Owner 
must be informed of the PHA decision 
and should be encouraged to apply for 
the Section 8 Substantial Rehabilita- 
tion Program if contract authority is 
available for that locality. If the PHA 
finds the proposal infeasible, the 
Owner must be given the opportunity 
te dispute the PHA’s determination; 
however, once the Owner’s arguments 
have been considered the PHA will 
have the final decision in the matter. 
If the PHA still maintains that the 
proposal is infeasible, it must select 
another proposal. 

The PHA must request Families re- 
siding in the unit(s) to submit applica- 
tions and must determine the eligibil- 
ity of the Families. Eligible Families 
mst be briefed on their rights and re- 
sponsibilities under the program (Sec- 
tion 852.517(c)). The Owner must be 
informed that ineligible families will 
be allowed to remain in occupancy; 
however, an Agreement will not be en- 
tered into on any unit occupied by an 
ineligible family. If it is determined 
that permanent displacement or tem- 
porary relocation will be necessary, re- 
quirements of Section 882.468 must be 
followed. 

(c) Work Write-uns and Cost Esti- 
mates. Should the Owner agree with 
the assessment of the PHA, both as to 
the work that must be accomplished 
and the preliminary feasibility of the 
project, the Owner with the assistance 
of the PHA where necessary, must 
prepare detailed work write-ups in- 
cluding specifications and plans 
(where necessary) so that a cost esti- 
mate may be prepared. The work 
write-up will describe how the defi- 
ciencies specified in paragraph (a) of 
this section are to be corrected includ- 
ing minimum acceptable levels of 
workmanship and materials. From this 
work write-up, the Owner, with the as- 
sistance of the PHA, must prepare a 
cost estimate for the accomplishment 
of all items specified in this section. 

(ad) Feasibility Analysis. Once cos 
estimates have been secured, a feasi- 
bility analysis of the project must be 
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conducted by the PHA and Owner. 
The cost of temporary relocation must 
be estimated anc this amount included 
in the feasibility analysis. Temporary 
relocation costs may be considered as a 
rehabilitation cost and the debt serv- 
ice on the total rehabilitation and re- 
location costs should be established. 
All debt service and operating costs 
must be compared by the PHA to the 
projected income to determine if and 
under what circumstances it will be 
feasible for the Owner to undertake 
the rehabilitation. The feasibility of 
various energy conserving improve- 
ments must be established at this 
stage, and where it is determined by 
the PHA that such improvements will 
be cost effective over the 15 year term 
of the Contract, the Owner must pro- 
vide these improvements. 

(e) Financing. The PHA must dis- 
cuss with the Owner the various fi- 
nancing options available. The PHA, 
where necessary, must also assist the 
Owner in the preparation of an appli- 
eation for rehabilitation financing 
when the Owner determines that such 
financing will be necessary. 

(f) Preparation of Lease Form. The 
PHA, where necessary, must assist the 
Owner in the preparation of a form of 
tenant Lease which meets the follow- 
ing requirements: 

(1) Term Of Lease. The term of the 
lease must be consistent with Section 
882.406(c). 

(2) Required Provisions. The Lease 
must contain the HUD-prescribed pro- 
visions referred to in Section 
882.210(f)(2). 

(3) Prohibited Provisions. The Lease 
must not eontain any clause which 
falls within the classifications of HUD- 
prescribed prohibited lease provisions 
referred to in Section 882.210(f)(3). 


§ 882.5@8. Agreement te Enter Into Hous- 
ing Assistance Payments Contract. 


(a) Provisions. Prior to the com- 
mencement of any rehabilitation 
under this Part, the PHA must enter 
into an Agreement with the Owner 
which contains the following: 

(1) A statement that the Owner 
agrees to bring the unit(s) into compli- 
ance with the Housing Quality Stand- 
ards of the program in accordance 
with the work write-up specified in 
Section 882.507(c). 

(2) A date by which rehabilitation 
will have commenced and a deadline 
date by which the rehabilitation will 
be completed and the unit(s) ready for 
occupancy. 

(3) An anticipated Contract Rent 
which will be paid to the Owner once 
rehabilitation is completed, the Con- 
tract is executed, and an Eligible 
Family is occupying the unit(s). This 
rent will be established in accordance 
with Section 882.405(b); however, the 
Contract Rent plus any Allowance for 
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Utilities or Services must not exceed 
the applicable Moderate Rehabilita- 
tion Fair Market Rent limitation. 

(4) A date for final inspection of the 
unit(s) by the PHA and the Owner 
must be specified. This date must be 
as soon as possible after the deadline 
date specified pursuant to paragraph 
(a)(2) of this section. 

(5) The term of the Contract. The 
term must be consistent with Section 
882.406(b). 

(b) Preparation and Execution. The 
Agreement must be prepared by the 
PHA in the form prescribed by HUD 
and include all required information in 
paragraph (a) of this section and a 
statement specifying the Owner’s re- 
sponsibility for making relocation pay- 
ments to Families temporarily dis- 
placed. The PHA will transmit to the 
Owner at least two copies of the unex- 
ecuted Agreement. After the Owner 
executes the copies, he must return 
them to the PHA who will execute the 
Agreement, returning one copy to the 
Owner and retaining at least one copy 
for its records. 


§ 882.509. Rehabilitation Period. 


(a) Timely Performance of Work. 
After execution of the Agreement, the 
Owner must promptly proceed with 
the rehabilitation work as provided in 
the Agreement. In the event the work 
is not so commenced, diligently contin- 
ued, and/or completed, the PHA will 
have the right to rescind the Agree- 
ment, or take other appropriate 
action. 

(b) Delays. Although extensions of 
time may be granted, no increases in 
Contract Rents may be granted for 
delays. 

(c) Changes. (1) The Owner must 
submit to the PHA for approval any 
changes from the work specified in the 
Agreement which would materially 
reduce or alter the Owner’s obliga- 
tions or the quality or amenities of the 
project. The PHA may condition its 
approval of such changes on a reduc- 
tion of the Contract Rents. If changes 
are made without prior PHA approval, 
the PHA may determine that Contract 
Rents must be reduced or that the 
Owner must remedy any deficiency as 
a condition for acceptance of the proj- 
ect. 

(2) Contract Rents may not be in- 
creased except in accordance with pro- 
visions of Section 882.405(c). Should 
an increase in Contract Rents be ne- 
cessitated by changes in local codes or 
ordinances or other unanticipated 
changes in work items, an increase will 
only be approved if PHA approval is 
obtained prior to incorporation of any 
changes in the project. 

(ad) Vacancies from Execution of 
HAP Contract to Initial Occupancy. 
At the time the contract is executed, 
the Owner will be required to submit a 


list of dwelling unit(s) leased as of the 
effective date of the Contract and a 
list of the unit(s) not so leased, if any. 
The Owner will be entitled to housing 
assistance payments for any unleased 
unit(s), pursuant to Section 882.404(a), 
only if he has fully complied with the 
requirements of that section and of 
this paragraph. 

(e) Initial Occupancy. (1) In filling a 
vacant unit(s) which is being rehabili- 
tated under the program, the Owner 
may select from those Eligible Fami- 
lies on the PHA’s waiting list or may 
develop a separate waiting list in ac- 
cordance with the approved Affirma- 
tive Fair Housing Marketing Plan, if 
applicable. (i) Should an Owner wish 
to house a family not-on the PHA 
waiting list, the PHA must determine 
the eligibility of the family fer the 
program. If the family is determined 
eligible, it must be briefed in accord- 
ance with Section 882.517(c) and as- 
sisted under the program. (ii) Should 
the Owner wish not to maintain a sep- 
arate waiting list the PHA will be re- 
sponsible for referring Eligible Fami- 
lies to the Owner for selection for any 
vacant unit(s) that the Owner is reha- 
bilitating under the program. 

(2) In order that the unit(s) might 
be promptly occupied, 60 days prior to 
the completion of the rehabilitation, 
or when rehabilitation is begun, 
whichever is later, the Owner must (i) 
notify the PHA of any unit(s) which it 
is anticipated will be vacant on the an- 
ticipated effective date of the Con- 
tract or (ii) have the families selected 
by the Owner contact the PHA. If the 
Owner wishes to select Families from 
the PHA waiting list, the PHA will 
notify an appropriate size Family on 
its waiting list of the availability of 
the unit. (Since the Owner is responsi- 
ble for tenant selection, the Owner 
may refuse any Family provided that 
the Owner does not unlawfully dis- 
criminate. Should the Owner reject a 
Family, the Family will be returned to 
the waiting list and the PHA will 
notify the next appropriate size 
Family on its waiting list of the avail- 
ability of the unit.) If the Owner se- 
lects a family from the Owner’s wait- 
ing list, the PHA must determine the 
eligibility of the Family for participa- 
tion in the program pursuant to Sec- 
tion 882.517(a). 


§ 882.510 Completion of Rehabilitation. 


(a) Notification of Completion. The 
Owner must notify the PHA when the 
work is completed and submit to the 
PHA the evidence of completion and 
cost certifications described in para- 
graph (b) and (c) of this section. 

(b) Evidence of Completion. Comple- 
tion of the project must be evidenced 
by furnishing the PHA with the fol- 
lowing: 
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(1) A certificate of occupancy and/or 
other official approvals as required by 
the locality. , 

(2) A certification by the Owner 
that: 

(i) The unit(s) has been completed in 
accordance with the requirements of 
the Agreement; 

(ii) The unit(s) is in good and tenan- 
table condition; 

(iii) The unit(s) has been rehabilitat- 
ed in accordance with the applicable 
zoning, building, housing and other 
codes, ordinances or regulations, as 
modified by any waivers obtained from 
the appropriate officials; 

(iv) Any unit(s) built prior to 1950 is 
in compliance with applicable HUD 
Lead Based Paint regulations (24 CFR 
Part 35); and 

(v) If applicable, the Owner has com- 
plied with the provisions of the Agree- 
ment relating to the payment of not 
less than prevailing wage rates and 
that to the best of the Owner’s knowl- 
edge and belief there are no claims of 
underpayment in alleged violation of 
said provisions of the Agreement. In 
the event there are any such pending 
claims to the knowledge of the Owner 
’ or PHA, the Owner will be required to 
place a sufficient amount in escrow, as 
determined by the PHA, to assure 
such payments. 

(c) Actual Cost and Interest Rate 
Certifications. The Owner must pro- 
vide the PHA with a statement of the 
costs incurred for the rehabilitation 
and any temporary relocation as well 
as the interest rate obtained for any 
rehabilitation loan. The Owner must 
certify that these are the actual costs 
and interest rate. The PHA must 
verify these costs and establish the 
Contract Rents as provided in Section 
882.405. 

(d) Review and Inspections. (1) 
Within five working days of the re- 
ceipt of the evidence of completion, 
the PHA must review the evidence of 
completion for compliance with para- 
graph (b) of this section. 

(2) Within the same time period, a 
PHA representative must inspect the 
unit(s) in a manner sufficient to 
enable the inspector to report that the 
project has been completed in accord- 
ance with the Agreement and meets 
the Housing Quality Standards of the 
program. If the inspection discloses 
defects or deficiencies, the inspector 
must report these in detail. 

(e) Acceptance. If the PHA deter- 
mines from the review and inspection 
that the project has been completed in 
accordance with the Agreement, the 
unit(s) will be accepted. 

(f) Acceptance Where Defects or Defi- 
ciencies Reported. If the unit(s) is not 
acceptable under paragraph (d), the 
PHA must determine whether and to 
what extent the defects or deficiencies 
can be corrected, what corrections are 
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essential to permit the PHA to accept 
the project, whether and to what 
extent a reduction of Contract Rents 
will be required as a condition to ac- 
ceptance of the unit(s), and the exten- 
sion of time required for the remain- 
ing work to be done. The Owner must 
be notified of the PHA’s determina- 
tions and, if the Owner agrees to 
comply with the conditions, an adden- 
dum to the Agreement must be en- 
tered into, specifying the remaining 
work, pursuant to which the defects or 
deficiencies will be corrected and the 
unit(s) then accepted. If the Owner is 
unwilling to enter into such an adden- 
dum or fails to perform under the ad- 
dendum, the units will not be accept- 
ed. Paragraphs (a), (b), (c), (d) and (e) 
will apply when the remaining work is 
completed satisfactorily. 

(g) Notification of Non-acceptance. 
If the PHA determines that, based on 
the review of the evidence of comple- 
tion and inspection, the unit(s) cannot 
be accepted, the Owner must be 
promptly notified of this decision and 
the reasons. 


§ 882.511. Execution of Housing Assist- 
ance Payments Contract. 


(a) Time of Execution. Upon accept- 
ance of the unit(s) by the PHA pursu- 
ant to Section.882.510(e), the Contract 
will be executed first by the Owner 
and then by the PHA. The effective 
date must be no earlier than the PHA 
inspection which provides the basis for 
unconditional acceptance. 

(b) Changes from Agreement. The 
Contract Rents may be higher or 
lower than those specified in the 
Agreement when (1) unanticipated re- 
pairs are necessary or actual rehabili- 
tation costs are less than initiaily esti- 
mated; (2) the actual interest rate of 
the rehabilitation loan differs from 
that anticipated prior to rehabilita- 
tion; or (3) the actual temporary relo- 
cation expenses are higher or lower 
than initially anticipated. Any such 
changes must be in accordance with 
requirements of Section 882.405(c). 

(c) Unleased Unit(s). At the time of 
execution of the Contract, the PHA 
must examine the lists of dwelling 
unit(s) leased and not leased, referred 
to in Section 882.509(d), and must de- 
termine whether or not the Owner has 
met the obligations under that section 
with respect to any unleased unit(s) 
and for which of those unit(s) it will 
make vacancy payments. The Owner 
must indicate in writing either concur- 
rence with this determination or Cis- 
agreement, reserving all rights to 
claim vacancy payments for the un- 
leased unit(s) pursuant to the Con- 
tract, without prejudice by reason of 
the Owner’s signing the Contract. 


60763 


§ 882.512. Overcrowded and Under Occu- 
pied Units. 


If the PHA determines that a Con- 
tract unit assisted under this part is 
not decent, safe, and sanitary by 
reason of increase in Family size, or 
that a Contract unit is larger than ap- 
propriate for the size of the Family in 
occupancy, housing assistance pay- 
ments with respect to the unit will not 
be abated; however, the Owner must 
offer the Family a suitable alternative 
unit should one be available and the 
Family will be required to move. If the 
Owner does not have a suitable availa- 
ble unit, the PHA must assist the 
Family in finding an appropriate 
dwelling unit following the procedure 
specified in Section 882.517(f) and re- 
quire the Family to move to such a 
unit as soon as possible. In no case will 
a Family be forced to move until suit- 
able alternative housing is available. 


§ 882.513. Adjustment of Allowance for 
Utilities and Other Services. 


The PHA must determine, at least 
annually, whether an adjustment is re- 
quired in the Allowance for Utilities 
and Other Services applicable to the 
dwelling units in the project, on 
grounds of changes in utility rates or 
other change of general applicability 
to all units in the project. If the PHA 
determines that an adjustment should 
be made, the PHA must then deter- 
mine the amounts of adjustments to 
be made in the amount of rent to be 
paid by affected Families and the 
amount of housing assistance pay- 
ments and must notify the Cwners 
and Families accordingly. 


§ 882.514. Assistance to Evicted Families. 


(a) If a Family is evicted without 
PHA authorization of the eviction, the 
PHA must assist the Family as speci- 
fied in Section 882.517(g) and termi- 
nate the HAP Contract. 

(b) Should the Family be evicted for 
cause and in accordance with Section 
882.215, the PHA will have no obliga- 
tion to continue assistance to the 
Family. However, should the PHA de- 
termine to terminate assistance, the 
Family has the same rights as an ap- 
plicant determined ineligible (Section 
882.517(h)). 


§ 882.515. Reduction of Number of Con- 
tract Units for Failure to Lease to Eli- 
gible Families. 

(a) If at any time, beginning six 
months after the effective date of the 
Contract, the Owner fails for a con- 
tinuous period of six months to have 
at least 80 percent of the units under 
the Contract at the time leased or 
available for leasing by Eligible Fami- 
lies, the PHA may, on at least 30 days’ 
notice, reduce the number of assisted 
units. The PHA may reduce the assist- 
ed units to the number of units so 


FEDERAL REGISTER, VOL. 43, NO. 250—THURSDAY, DECEMBER 28, 1978 





60764 


leased or available for leasing plus 10 
percent of the number (rounded up). 
This reduction, however, will not 
apply if the failure to lease units to 
Eligible Families is permitted by the 
PHA as part of the Owner’s effort to 
promote economically mixed housing. 

(b) If an Owner has only one unit 
under Contract and the Contract ter- 
minates at a time when the Family is 
ineligible for payments, the Contract 
will not be renewed. In addition, if the 
Owner has only one unit under Con- 
tract and if one year has elapsed since 
the date of the last housing assistance 
payment, the Contract will be termi- 
nated (with the consent of the Owner 
if the Contract does not provide for 
termination under the circumstances) 
even if the termination date has not 
yet been reached. 

(c) The PHA may agree to an 
amendment or reexecution of the Con- 
tract to provide for subsequent resto- 
ration of any reduction or cancellation 
made pursuant to paragraph (2) or (b) 
of this section if (1) the PHA deter- 
mines that the restoration or reexecu- 
tion is justified by demand, (2) the 
Owner has a record of compliance 
with obligations under the Contract, 
and (3) annual contributions contract 
authority is availabie. 

(ad) For projects of greater than 12 
units in which more than 40 percent 
of the total units were assisted units 
on the effective date of the Contract, 
the Owner may, on at least 30 days 
notice to the PHA, reduce the number 
of assisted units under the Contract to 
no less than 40 percent of the total 
project units. Any other reduction in 
the number of assisted units in a proj- 
ect is prohibited, during the term of 
the Contract, without prior approval 
of HUD. Refusal on the part of the 
Owner to comply with this prohibition 
will be a violation of the Contract and 
grounds for suspension or debarment 
from HUD programs. 


§ 882.516. Public Netice to Lower-Income 
Families; Waiting List. 

(a) Public Notice to. Lower-Income 
Families. (1) If the PHA does not 
maintain a waiting list for its Existing 
Housing Program pursuant to Section 
882.207(b) which is sufficient to pro- 
vide applicants for the units under the 
Moderate Rehabilitation Program, the 
PHA must, promptly after receiving 
the executed ACC, make known to the 
public, the availability of the program 
in accordance with Section 882.207(a). 

(i) The notice must state that assist- 
ance under this program will be availa- 
ble only in specified units which have 
been moderately rehabilitated under 
the program. : 

(ii) The notice must also state that 
current occupants of housing assisted 
under under the Act and applicants on 
a waiting list for any such housing 
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(except for those Families on the Sec- 
tion 8 Existing Housing waiting list) 
must apply separately if they wish to 
be considered for assistance under this 
Part. In addition, the notice must 
state that such applicants will not lose 
their place on the public housing or 
other waiting list. 

(iii) The notice must be made in ac- 
cordance with the PHA’s HUD-ap- 
proved equal opportunity housing 
plan and with the HUD guidelines for 
fair housing requiring the use of the 
equal housing opportunity logotype, 
statement and siogan. 

(2) If the PHA has a waiting list for 
its Existing Housing Program which is 
sufficient to provide applicants for the 
units under the Moderate Rehabilita- 
tion Program, the PHA need not ad- 
vertise the availability of assistance 
under this program but must refer 
Families on the Existing Housing wait- 
ing list. 

(b) Waiting List. Any Family on the 
waiting list must be allowed to refuse 
participation in the Moderate Reha- 
bilitation Program without losing its 
place on the waiting list for Existing 
Housing. 


§ 882.517. Family Participation. 


(a) Initial Determination of Family 
Eligibility. (1) The PHA will be re- 
sponsible for determining Family eligi- 
bility for participation, in accordance 
with 24 CFR Part 889. The PHA will 
be responsible for verifying the 
sources and amount of the Family’s 
Income and other information neces- 
sary for determining eligibility and 
the amount of the assistance pay- 
ments. If an Owner is the initial point 
ef contact by an applicant, he must 
refer the applicant to the PHA. 

(2) The PHA must select Families 
for participation in accordance with 
the provisions of this Part and in ac- 
cordance with the PHA’s application, 
including any PHA requirements or 
preferences as approved by HUD (see 
Section 882.503(b)(1)(i)(D)). The PHA 
must provide assistance to Eligible 
Families then living in units which are 
designated for moderate rehabilitation 
under this Part or Families chosen by 
the Owner without requiring that 
these Families be placed on the wait- 
ing list. If assistance under this Part is 
being concentrated in a neighborhood 
(see Section 882.503(a)(9)), the PHA 
may establish a preference for appli- 
cants currently residing in that neigh- 
borhood. 

(3) Every applicant for participation 
must complete and sign the form of 
application prescribed by HUD. 

(4) The PHA must maintain a 
system to assure that it will be able to 
assist all Families selected to partici- 
pate within its ACC authorization and 
that is will comply, to the maximum 


extent feasible, with the unit distribu- 
tion in the ACC. 

(5) PHA records on applicants and 
Families selected to participate must 
be maintained so as to provide HUD 
with racial, gender, and ethnic data. 

(b) Selection of Families for Partici- 
pation. If an applicant Family is deter- 
mined by the PHA to be eligible and is 
selected for participation, the Family 
must be given information as to the 
Gross Family Contribution and the 
PHA’s schedule of Allowances for Util- 
ities and Other Services and, if the 
Family has not been selected by an 
Owner for a specific unit, a listing of 
units, if more than one unit is availa- 
ble, which are available for selection 
by the Family. 

(c) Briefing of Families. When a 
Family is initially selected for partici- 
pation, a full explanation of the fol- 
lowing must be provided to appraise 
the Family of its responsibilites and 
the responsibilities of the Owner (this 
may be done either in group or indi- 
vidual sessions; adequate opportunity 
must be provided for Families to raise 
questions and to discuss the informa- 
tion provided): 

(1) Family and Owner responsibil- 
ities under the Lease and Contract; 

(2) Significant aspects of the appli- 
eable State and local laws; 

(3) Significant aspects of Federal, 
state and local fair housing laws; 

(4) The Family’s options under the 
program if it decides to move; 

(5) The Family’s options under the 
program should the Owner terminate 
the Contract or should the Family be 
required to move due to an increase or 
decrease in Family size; and 

(6) The fact that the subsidy is_tied 
to the unit and the Family is required 
to select from among one or more 
units moderately rehabilitated under 
this Part. 

(e) Continued Participation When 
Assisted Family Wishes to Move. 

(1) If an assisted Family notifies the 
PHA that it wishes to find another 
dwelling unit within the area in which 
the PHA has determined that it is able 
to enter into Contracts or that it has 
found another unit to which it wishes 
to move, the PHA, unless it deter- 
mines that the Owner is entitled to 
payments pursuant to Section 882.112 
on account of nonpayment of rent or 
other amount owed under the Lease 
and that the Family has failed to sat- 
isfy any such liability or unless it de- 
termines the Family to be ineligible, 
may: 

(i) Give the Family a preference as a 
formerly assisted Family and provide 
it with the next available Section 8 
Existing Housing Certificate of Family 
Participation or refer the Family to 
the next available unit rehabilitated 
under this Part, or 
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(ii) Place the Family on its Section 8 
Existing Housing Program waiting list 
as if they had just applied. 

(2) If the PHA determines the 
Family to be ineligible, provisions of 
paragraph (h) of this section must be 
followed. 

(3) If an assisted Family wishes to 
move out of the area in which the 
PHA has determined that it is able to 
enter into Contracts and the Family 
qualifies under paragraph (e)(1) of 
this section, the Family may obtain- 
housing assistance in the jurisdiction 
to which it is moving, provided that 
the Family obtains a Certificate of 
Family Participation from the appro- 
priate PHA in the new jurisdiction or 
the PHA in the new jurisdiction refers 
the Family to a unit rehabilitated 
under this Part. The appropriate PHA 
must treat the Family either as a 
Family to whom the PHA is already 
providing assistance who wishes to 
move to another unit or as a resident 
who has submitted an application for 
assistance. 

(f) Continued Participation When 
Assisted Family Forced to Move. 
Should an assisted Family which 
qualifies for continued assistance be 
forced to move through no fault of its 
own, such as an increase in Family 
size, and the PHA Contract cannot be 
cancelled in accordance with its terms, 
the Family may continue to receive 
housing assistance through one of the 
following: 

(1) The PHA must refer the Family 
to the Owner of any vacant unit which 
has been moderately rehabilitated 
under this Part if such a vacancy 
exists. 

(2) The PHA must refer the Family 
to the Owner of the next vacant unit 
which is moderately rehabilitated 
under this Part provided that a vacan- 
cy will occur within a reasonable time 
after the Family is notified to vacate 
its present unit. 

(3) If the PHA has a Section 8 Exist- 
ing Housing Program and Certificates 
are available, the PHA must offer the 
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Family a Certificate of Family Partici- 
pation and assist the Family in finding 
a suitable replacement unit. 

(4) The PHA must offer the Family 
the next available, suitable unit owned 


‘or managed by the PHA under an- 


other program. 

(g) Continued Participation of 
Family When HAP Contract is Can- 
celled. Should an Owner wish to end 
participation in the program, evicts an 
assisted Family without PHA authori- 
zation of the eviction or otherwise 
breaches the Contract, the assisted 
Family, if it is eligible for continued 
assistance, may continue to receive 
housing assistance through the con- 
version of the Moderate Rehabilita- 
tion unit allocation to an Existing 
Housing unit. The Family must then 
be treated as any certified Family 
under Subparis A and B and must be 
issued a Certificate of Family Partici- 
pation and assisted by the PHA in 
finding a suitable replacement unit. 
The unit will then be considerea an 
Existing Housing unit and all require- 
ments of Subparts A and B will be ap- 
plicabie. If the family is determined 
ineligible for continued assistance, the 
Certificate may be offered to the next 
Family on the PHA’s Existing Housing 
waiting list. 

(h) Families Determined by the PHA 
to be Ineligible. If a Family is deter- 
mined by the PHA to be ineligible on 
the basis of Income or family composi- 
tion, or for any other reason, either at 
the application stage or after assist- 
ance has been provided on behalf of 
the family, the PHA must promptly 
notify the family by letter of the de- 
termination and the reasons therefore, 
and the letter must state that the 
family has the right within a reason- 
able time (specified in the letter) to re- 
quest an informal hearing. If, after 
conducting such an informal hearing, 
the PHA determines that the family is 
ineligible, it must so notify the family 
in writing. The procedures of this 
paragraph do not preclude the family 
from exercising its other rights if it 
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believes it is being discriminated 
against on the basis of race, color, 
creed, religion, sex, or national origin. 
The PHA must retain for three years a 
copy of the application, the notifica- 
tion letters, the family’s response if 
any, the record of any informal hear- 
ing, and a statement of final disposi- 
tion. 


§ 882.518. Reexamination of 
Income and Composition. 


Family 


A reexamination of Family Income, 
composition, and redetermination of 
Gross Family Contribution must be 
conducted by the PHA as specified in 
Section 882.212. A Family’s eligibility 
for housing assistance payments will 
continue until the amount payable by 
the Family equals the Gross Rent for 
dwelling unit it occupies. However, the 
termination of eligibility at that point 
will not affect the Family’s other 
rights under the Lease. Any resump- 
tion of housing assistance payments as 
a result of subsequent changes in 
income or rents or other relevant cir- 
cumstances will be contingent upon 
the availability of assistance under the 
Contract (see Section 882.515) A 
Family may at any time request a re- 
determination of its Gross Family 
Contribution on the Basis of changes 
in Family Income or other relevant 
circumstances. 


In accordance with Section 7(0)(4) of 
the Department of HUD Act, Section 
324 of the Housing and Community 
Development Amendments of 1978, 
P.L. 95-557, 92 Stat. 2080, this pro- 
posed rule has been granted waiver of 
Congressional review requirements in 
order to permit publication at this 
time for public comment. 


Issued at Washington, D.C., Novem- 
ber 30, 1978. 


LAWRENCE B. SIMONsS, 
Assistant Secretary for Housing, 
Federal Housing Commissioner. 


[FR Doc. 78-35696 Filed 12-27-78; 8:45 am] 
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